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Legislative Agreement - Energy Tax Bill

An agreement has been reached in Albany on an Energy Tax Bill which caps New York State
sales tax on gas at $2.00 per gallon with the following local sales tax options:

- Fixes the state sales tax on motor fuel and diesel fuel at eight cents per gallon (the equiva-
lent of sales tax collected on $2 per gallon under the current structure).  is will reduce
prices by about 4 cents per gallon, depending on current prices and blend.

- If average gas prices drop below $2 per gallon, the xed state sales tax will decline pro-
portionately in one cent intervals.

- Allows local governments the exibility to choose to either: (1) continue to tax gas based
on price as they currently do, (2) opt into a cap similar to the state cap ofa xed amount
based on $2 per gallon, resulting in additional savings to the consumer, or (3) opt into a
capofa xedamountbased on $3 per gallon or less, preventing any further tax increases
if the cost of gas continues to rise. e choice of either xed amount (i.e. choices 2 or 3)
must be done by adoption of a local law or ordinance.

- If alocal government chooses either of the xed amounts per gallon and gas prices drop
below the cap, the xed local sales tax will decline proportionately in one cent inter-
vals.

- Directs the Department of Taxation and Finance in cooperation with the State Con-
sumer Protection Board to monitor motor fuel retail prices and to impose civil penalties
of up to $5,000 per violation for each day a seller does not reduce retail prices in response
to the reduction in sales taxation.

Other provisions of the legislation:

- Allows New York City to reduce or eliminate their sales tax on residential heating
fuels.

- Creates a personal income tax credit for the replacement of a home heating system that is
ENERGY STAR® compliant. e credit is equal to 50 percent of the cost of such replace-
ment not to exceed $500.

- Provides consumers with a personal income tax credit for the purchase of home heating
fuel that contains biodiesel. e credit is equal to one cent per gallon for each percentage
of biodiesel in a gallon of home heating fuel. Based on an average consumption of 800
gallons per year, a 20 percent blend would generate a $160 credit.

- Requires the State  ruway Authority and NYSERDA to develop a plan by December 31,
2006 to make alternative fuels, such as ethanol, available at  ruway service areas.
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